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While holding the general view that in matters of
allocation of resources abstract theory was no reliable
guide and facts as they existed had to be faced, the Taxa-
tion Committee observed that the following general
tendencies could be traced from a study of the systems of
federal States:

(i) Indirect taxes, with the possible exception of stamp
duties, are commonly regarded as suitable sources
of central taxation, for the reason that their exact
incidence cannot be ascertained,
(ii) Taxes on corporations are commonly central,
because the operations of large companies often
extend throughout the country, and adequate and
uniform administrative supervision of such organi-
zations is desirable.

(iii) A personal or general income-tax is generally re-
garded as a source of State revenue
(iv) Taxes on property are seldom federal and tend to

pass increasingly from State to Local.
The recommendations made by the Peel Committee are
on the lines of (i) and (ii) above.  As regards (iii), they
accept the principle that the Provinces are entitled to a
share of the personal income-tax, but the Percy Committee
have reported that the Federal Government would be left
with a large deficit if the whole of this tax was made over
to the Provinces.  This point will be dealt with later on in
this section.
It is generally accepted that:

'Federal resources should, as far as possible, be confined to
revenues derived alike from the inhabitants of the Provinces
and of the States, and which can be raised either without any
action on the part of the individual States or by an agreement
with them of simple character, readily enforceable3 (Peel Com-
mittee Report).